STATE OF MAI NE Docket No. 98-020
PUBLI C UTI LI TI ES COW SSI ON
January 15, 1998

CENTRAL MAI NE PONER COVPANY ORDER
Deferral of lce Storm of 1998
Servi ce Restoration Costs

VELCH, Chairnman; NUGENT and HUNT, Commi ssioners

l. SUMMARY

We issue this Order to allow Central M ne Power Conpany
(CVWP or Conpany) to defer the increnental costs associated with
the Conpany’s efforts to restore service in response to the
substantial damage resulting fromthe major ice stormthat struck
Mai ne on January 7, 8 and 9, 1998 (lce Storm of 1998 Service
Restoration Costs). Deferral mechani sms should be used only in
truly extraordinary cases or in specific situations where the
anmount of spendi ng cannot be reasonably estimated with any
certainty or where the existence of incentives or disincentives
supports deferral. That is the case here. Therefore, we wll
allow CVMP to defer the costs associated with ice stormof 1998
service restoration.

11. DECISION

This Order is necessary because of the extraordinarily
severe damage to the State's electric utility infrastructure.
The costs to repair the danage to is sufficiently severe to neet
the standard of being increnental and truly extraordinary.

W will allow the Conpany to defer, using the appropriate
deferred debit account, certain costs associated with ice storm
service restoration.! The Conpany shoul d not include anounts
capitalized and should include only those increnental costs that
are associated with the ice storm These deferred costs cannot
i ncl ude expenditures for plant and equi pnent that are normally
capitalized, nor can it include normal expenses for the period.

Begi nning i nmedi ately, the Conpany can accrue carrying costs
at its nost recently approved cost of capital only on the
deferred stormrestoration costs and not on the carrying cost
bal ance (that is, no interest on interest will be allowed). The
Conpany shall also capitalize any tax effects associated with ice
stormrestoration costs.

'!Generally Accepted Accounting Principles require that these
types of costs be expensed as incurred, unless a regulatory body
permts their deferral as a regulatory asset for future recovery.
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The Conpany, as part of its March 15, 1998 annual filing
under the Alternative Rate Plan (ARP), shall file information on
t he amounts that have been deferred under this Order as well as a
proposal regarding how the costs associated with this accounting
Order shoul d be recovered under the ARP. Specifically, the
Conmpany shoul d provide information regardi ng whether or not: (1)
the Ice Storm Service Restoration Costs exceed $3.0 mllion in
annual revenue requirenents at the tinme of inclusion in rates;
(2) these costs have had a di sproportionate effect on CVP or the
el ectric power industry; and (3) these costs would be adequately
accounted for through the ARP's price index. ARP Stipulation in
Docket No. 92-345(11), (dated Cctober 14, 1994), para. 12. The
Conpany should state whether it is reasonable to all ow recovery
of these costs over a l-year period (July 1, 1998 to June 30,
1999) or, alternatively, whether a |onger or shorter recovery
peri od woul d be appropriate.

Accordi ngly, we
ORDER

1. That Central Maine Power Conpany is hereby authorized
to defer its incremental costs related to Ice Storm of 1998
Service Restoration Costs. These increnental costs shall be
recorded in an appropriate deferred debit account.

2. That the Conpany record carrying costs on the net
deferred bal ance at its nost recently approved cost of capital.
Any accrued carrying costs nust be separately identified unti
their ratemaking treatnent is determ ned.

3. That the Conpany defer any tax effects associated with
lce Stormof 1998 Service Restoration costs. These anbunts
shoul d be separately identified in CMW' s deferred tax accounts.

4. That the Adm nistrative Director mail an attested copy
of this Order to the service list in the 1997 annual revi ew under
the ARP (Dockets Nos. 97-016 and 97-599), and close this docket.

Dat ed at Augusta, Maine this 15th day of January, 1998.

BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm nistrative Director

COWMM SSI ONERS VOTI NG FOR: Wl ch
Nugent
Hunt



